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PETITION OF PACIFIC TELECOM MC. 
FOR DECLARATORY RULING UNDER SECTION 310@)(4) O F  

THE COMMUNICATIONS ACT OF 1934, AS AMENDED 

Pacific Telecom Inc. (“Pacific Telecom”) hereby requests a declaratory ruling that 

indirect foreign investment of 72. I percent from entities having their principal place of business 

in (and/or from individuals who are cilizens of) World Trade Organization (“WTO”) Member 

countries, resulting from Pacific Telecom’s proposed acquisition of Micronesian 

Telecommunicstions Corporation and its subsidiary (and FCC common carrier licensee) GTE 

Pacifica h c . ,  is consistent with the public interest standard under Section 310(b)(4) of the 

Communications Act of 1934, as amended (the Act”). Pacific Telecom further requests a ruling 

that future foreign ownership from entities having their principal place of business in (and/or 

from individuals who are citizens ot) WTO member countncs, up to an additional 15 percent, 

also would servc the public interest 



1. THE PARTIES 

A. 

Verizon Communications Inc. (“Verizon”) is a publicly held corporation organized under 

the laws of Delaware. Verizon, through a series of wholly owned subsidiaries, owns 100 percent 

of the outstanding common stock of Bell Atlantic New Zealand Holdings, Inc. (“BANZHI”). 

BANZHI is the current 100 percent shareholder of Micronesian Telecommunications 

Corporation (“MTC”), a corporation organized under the laws of the Commonwealth of the 

Northern Mariana Islands (“CNMI”).’ BANZHI is the transferor in the proposed transaction as 

it intends to sell to Pacific Telecom all the outstanding stock of MTC. 

Transferor Bell Atlantic New Zealand Holdings, Inc. (“BANZHI”) 

MTC provides local exchange access service in  the CNMI. MTC also is the 100 percent 

owner of CTE Pacifica Inc., a separate CNMl corporation that provides domestic and 

intcrnational telecommunications services in the CNMI. In particular. GTE Pacifica holds one 

common carrier radio license for cellular radio telephone service and one common carrier 

satellite earth station license that are subject to Section 310(b)(4) of the Act. GTE Pacifica also 

holds other FCC authorizations, including international Section 214 authorizations, a domestic 

Section 214 authorization for interexchange service in CNMI, a cable landing license, and a nom 

common carrier satellite earth station license, as listed in Attachment A to this request. 

B. Transfcrce Pacific Telecom Inc. 

Pacific Telecom is a privately held corporation incorporated under the laws of the CNMI 

formed by a consortium of investors as the vehicle to purchase the assets of MTC and GTE 

’ CNMI is a self-governing commonwealth in political union with and under the sovereignty 
of the United States of America. With a few exceptions (not relevani here) arising from the 
transition to commonwealth status, citizens of CNMI are U.S. citizens. See Presidential 
Proclamation No. 5564,5 1 Fed. Reg. 40399 (November 7, 1986) 
(htrp:w\nv.nara.gov/fedreg/codIfic~ROCS/pO5564.himl). 
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Pacifica. Pacific Telecom has three shareholders: 30 percent of the equity i s  owned by THC 

Communications Corporation (“THC Communications”); 20 percent of the equity is owned by 

Missouri Holdings Corporation (“Missouri Holdings”); and 50 percent of the equity is owned by 

Prospector Investment Holdings Inc. (“Prospector”). Under a shareholders’ agreement, th 

shareholders agreed to elect to the board of directors the three nominees each of Prospector and 

THC Communications, respectively. The shareholders also agreed that Prospector would take 

the lead in managing the operations of MTC and GTE Pacifica. Eachof the shareholder 

corporations is described below. 

THC Communications is a privately held CNMI corporation that holds a 30 percent 

equity and voting interest in transferee Pacific Telecom. THC Communications i s  100 percent 

owned by Tan Holdings Corporation, also a privately held CNMI corporation. Tan Holdings 

Corporation is the largest private employer and taxpayer in the CNMI, with interests in diverse 

industries. Tan Holdings is owned 100 percent by various Tan Family trusts, each of which was 

created under CNMI law and each of whose trustee is Siu Lin Tan, a CNMI/U.S. citizen. 

Twenty- four of the current twentyseven beneficiaries of the trusts are CNMIIU.S. citizens, such 

that 93 percent of the beneficial interests in the trusts are currently attributable to U.S. citizens 

and 7 percent of the beneficial interests in the trusts are attributable to foreign citizens. As 

discussed in the following section, the ultimate beneficial interests of the foreign citizens in 

transfcree Pacific Telecom are Further diluted by the minority interest in Pacific Telecom of THC 

Communications, reducing the interests in Pacific Telecom of foreign beneficiaries to the Tan 

Family tmsts to 2.1 percent. 

Missouri Holdings Corporation is a privately held corporation incorporated under the 

laws of CNMI and holds a 20 percent equity interest in transferee Pacific Telecom. Missouri 
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Holdings has agreed to vote its shares for the directors nominated by THC Communications 

Missouri Holdings is owned IO0 percent by Michael Kai Leung, a Canadian citizen. Mr. Lemg 

holds business interests in several ventures in the Pacific region, including business interests in 

the CNMI and a~ I8 percent, nomcontrolling stake in  People’s Cellular, a cellular carrier in 

Hong Kong 

Prospector holds a 50 percent equity and voting interest in transferee Pacific Telecom 

and, as noted above, will control operations and management of MTC and GTE Pacifica. 

Prospector is a privately held corporation incorporated under the laws of the Cayman Islands in 

the British West Indies. The principal business of Prospector is as an investment vehicle for 

holding the investment in Pacific Telecom. The common stock of Prospector is owned 60 

percent by Ricardo C. Delgado (father) and 40 perccnt by Jose Ricardo Delgado (son), both of 

whom are citizens of the Philippines. The principal business of the Delgados is transacted 

through Citadel Holdings Inc., a Philippines corporation engaged primarily in the transportation 

and logistics businesses, owning among other things, the largest airport services company in the 

Philippines. Citadel founded and was the majority owner of ISLACOM, the second largest 

telecommunications company in the Philippines, before selling its stake in 1999. 

11. PUBLIC INTEREST STATEMENT 

Section 3 IO(bX4) of the Act states as follows: 

(b) No broadcast or common carrier or aeronautical en route or 
aeronautical fixed radio station license shall be granted to or held 
by . . . (4) any corporation directly or indirectly controlled by any 
other corporation of which more than one-fourth of the capital 
stock is owned of record or voted by aliens, their representatives, 
or by a foreign government or representative thereof, or by any 
corporation organized under the laws of a foreign country, if the 
Commission finds that the public interest will be served by the 
refusal or revocation of such license. 
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In its Foreign Participarion Order, the Commission concluded that allowing indirect 

foreign investment in common carrier radio licensees beyond the 25 percent benchmark 

established by Section 310(b)(4) ofthe Act could promote competition in the US. market, 

thereby promoting the U.S. public interest.’ The Commission analyzes proposed indirect foreign 

investments in common carrier licensees “guided. . . by the U.S. Government’s commitment 

under the World Trade Organization (“WTO”) Basic Telecommunications Agreement, which 

seeks to promote global markets for telecommunications so that consumers may enjoy the 

benefits o f~ompet i t ion .”~  In particular, the Commission found that “the public interest will be 

served by permitting more open investment by entities from WTO member countries in US. 

common carrier wireless  licensee^."^ Based on this principle, the Commission has adopted a 

“strong presumption that no competitive concerns are raised by the indirect foreign investment” 

from entities from WTO member countries.s 

The Commission uses the “principal place of business” test to determine the home market 

of indirect foreign investors for purposes of its analysis.6 In this case, Prospector Investment 

Holdings Inc. (the f i f t y  percent equity owner of Pacific Telecom) is incorporated in the Cayman 

Islands of the British West lndies, a British dependent territory. The FCC previously has 

deferred to an opinion provided by the U.S. Department of State concluding that the 1994 

‘ Rules and Policies on Foreign Parlicipation in the US. Telecommunicarions Marker, 12 
FCC Rcd 23891, 23940 (1997) (“Foreign Participation Order”). 

Aerial Communications, Inc .  and Voicestream Wireless Holdings Carp., 15 FCC Rcd 10089, 
10093-94 (2000). 

Foreign Participation Order, 12 FCC Rcd at 23940. 
Voicestream Wireless Carp., 15 FCC Rcd 3341, 3348 (2000). 

Foreign Participation Order, I2 FCC Rcd at 23941, 

’ 
4 
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Marrakesh Agreement Establishing the World Trade Organization applies to all British 

Territories.’ Thus, the Cayman Islands is considered a WTO member country. 

Because, however, Prospector is a passive investment corporation rather than an 

operating company, the Commission may want to look to the citizenship of Prospector’s owners 

and their principal place of business for its home market analysis.’ The Philippines 3150 is a 

WTO member country. Regardless ofwhich WTO member country is considered Prospector’s 

principal place of business, therefore, Pacific Telecom is entitled to the presumption that foreign 

investment from Prospector would serve the U S .  public interest. 

Twenty percent of Pacific Telecom is held by Missouri Holdings Corporation, a CNMI 

corporation which is owned 100 percent by Michael Kai Leung. Mr. Leung is a Canadian citizen 

who operates and invests in businesses in the Pacific region, including a nowcontrolling 18 

percent interest in a wireless carrier in Hong Kong. People’s Cellular. Regardless of whether 

CNMI, Canada, or Hong Kong is considered Mr. Leung’s principal place of business, each 

country is a WTO Member country. 

The principal place of business of THC Communications and Tan Holdings Corporation 

is the CNMI. Moreover, the trusts that are the shareholders of Tan Holdings Corporation are all 

Cable & Wireless USA. Inc., 15 FCC Rcd 3050 (2000) and n.14. (referencing Letter from 
Roben E. Dalton, Assistant Legal Adviser for Treaty Affairs, United States Depament  of 
State, to Rebecca Arbogast, Chief, Telecommunications Division, International Bureau, 
Federal Communications Commission (Feb. 16, 2000) at I) .  

Addressed below are the five balancing factors for determining Prospector’s “principal place 
of business”: I )  Place of incorporation: Cayman Islands, British West Indies; 2) Nationality 
of investment principals, officers and directors: Ricardo C. Delgado, Philippine citizen 
owning 60 percent of Prospector; Jose Ricardo Delgado, Philippine citizen owning 40 
percent of Prospector: 3) Country in which world headquarters of owners is located: 
Philippines; 4) Country in which the majority of tangible property of owners is located: 
Philippines; and 5 )  Country from which owners derive their greatest sales and revenues from 
operations: Philippines. 
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CNMI trusts; and their common trustee, Siu Lin Tan, is a U.S./CNMI citizen. A few of the 

beneficiaries of the trusts are nowU.S./CNMI citizens. Using the Commission’s “multiplier” 

procedure under Section63.09 of its rules. only 2.1 percent of the ultimate indirect ownership in 

Pacific Telecom is considered beneficially held by n0nU.S. citizens who are beneficiaries of the 

Irusts that control Tan Holdings Corporation: 0.75 percent attributable to Rosalina Tan, a 

Philippines citizen; 0.6 percent attributable to Samuel Tan, a Hong Kong citizen; and 0.75 

percent attributable to Cynthia Tan, a British national overseas (Hong Kong). 

111. REQUESTED RULINGS 

The 72. I percent indirect foreign investment in MTC and FCC common carrier license 

holder GTE Pacifica by Pacific Telecom will provide increased opportunities for better services 

in the CNMI. Pacific Telecom’s shareholders each are controlled by individuals and entities 

with a strong presence in the Pacific region. In particular, the owners ofthe managing 

shareholder have significant prior experience in founding and operating a telecommunications 

carrier in the Philippines. Pacific Telecom proposes no reduction in services by GTE Pacifica 

and, in fact, proposes to increase the overall telephone penetration rates in the CNMI. Moreover, 

as Pacific Telecom is not currently a telecommunications camer, the transaction would result in 

no increase in concentration in  the relevant markets.’ 

For these reasons, Pacific Telecom requests a declaratory ruling pursuant 10 

Section3IO(b)(4) of the Act that the public interest does not prohibit its direct acquisition of 

MTC and indirect acquisition of FCC common carrier license holder GTE Pacifica, considering 

Pacific Telecom is not affiliated with a former Commission licensee of similar name (Pacific 
Telecom. Inc.). Compare Pacific Holdings, Inc. Transjeror, and Cenfury Telephone 
Enterprises, Inc. Transferee, For Consent IO Transjer Confrol ojPacrjic Telecom. Inc., DA 
91-2225, Memorandum Opinion andorder,  13 FCC Rcd 8891 (1997). 



Pacific Telecom's current level of 72.1 percent ultimate foreign ownership from entities and 

individuals from WTO Member countries; (50 percent Philippine ownership through Prospector; 

20 percent Canadian ownership through Missouri Holdings; and 2.1 percent Hong 

KonglPhilippineiL1nited Kingdom ownership through THC Communications). Upon 

consummation of the transaction, therefore, CNMIAJS. citizens and entities or individuals with 

home markets in WTO M e h e r  countries will ultimately hold 100 percent of the ownership 

interests in Pacific Telecom. 

Additionally, Pacific Telecom requests additional flexibility in case the ownership 

interests among beneficiaries of the Tan Family trusts change such that nortCNMI/U.S. citizens 

have increased beneficial interests in the tmsts [for example, if one of the lines of beneficiaries 

terminates through death, then the percentage ownership attributable to other beneficiaries, 

including nonU.S. citizens, may increase fiom current levels) and/or to attract new foreign 

investment for MTC in the future. Pacific Telecom, thus, requests that the Commission rule that 

an  additional l j  percent foreign investment in Pacific Telecom from entities or individuals from 

WTO member countries, for a total of as much as 87.1 percent WTO foreign investment, would 

serve the public interest and would not require additional Commission authorization. Such a 
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ruling permitting additional future foreign investment from entities or individuak in WTO 

member countries is fully supported by Commission precedent. Io 

Respectfully submitted, 

PACIFIC TELECOM MC. 

Is/ Timoihv J. Coonev 

Kenneth D. Patrich 
Timothy J. Cooney 
Wilkinson Barker Knauer LLP 
2300 N Street, N.W. 
Suite 700 
Washington, D.C. 20037 
(202) 783-4141 

Its Attorneys 

Date: April 9, 2002 

l o  See FCC Public Notice in CC Docket No. 02-44, DA 02-773, April 5,2002 (FCC approves 
in advance an additional invcstment of no more t h a n  25 percent by any single n0nU.S. 
investor or entity on top of 36.84 percent indirect foreign intcrest of citizen of Ireland, a 
WTO Member country); Voice Srrcam Wireless Corporarion or Omnipoinr Corporation el 
a/., 15 FCC Rcd 334 I (2000) (FCC approves up to and including 25 percent indirect foreign 
ownership in addition to current level of 30.6 percent foreign investment in proposed 
transfcree); FCC Public Notices of International Authorizations Granted: I )  Northeasi 
Digiral Nenvorh-s, hic., 14 FCC Rcd 6788 (1999), granting authorization for an additional 
future 15 percent indirect foreign ownership above thencurrent level exceeding 25 percent; 
2 )  Sper~asire Holdings, /nc., 14 FCC Rcd 13344, granting autbrization to foreign 
individuals to hold an additional 15 percent indirect equity interest above current 30 percent 
foreign indirect ownership; 3) CNG Communicaiions, hc. ,  14 FCC Rcd 4996 ( I  999), 
granting authorization for additional I5 percent indirect foreign ownership above then 
current level exceeding 25 percent. 
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ATTACHMENT A 

FCC Authorizations Held by The Micronesian Telecommunications Corporation and GTE 
Pacifica Inc. 

lnternational Section 214 Authorizations 

ITC-2 14- 19970502-00217; 
ITC-ASG- 1997 I2 I 1-00776; 
1TC-97-779-AL 
ITC-97-288 

ITC-ASG-19971211-00778; 
ITC-97-778-AL 

2 14 Authorization for Facilities-Based and Resale 
(Switched and Private Line Non-Interconnected and 
Interconnected where lawful), excluding the Dominican 
Republic and Venezuela (GTE Pacifica) 

2 14 Authorization to Construct and Operate the MTC 
Interisland Cable System Between the Commonwealth 
of the Northern Manana Islands and Guam Granted By 
ITC-92-140 [8 FCC Rcd 750 (1993)] (GTE Pacifica) 

Cahle Landine License 

SCL92-003-AL Cable Landing License to Land and Operate the MTC 
Interisland Cable System Between the Commonwealth 
of the Northern Manana Islands and Guam Granted by 
SCL-92-003 [8 FCC Rcd 750 (1993)] (GTE Pacifica) 

Earth Station Authorizations 

SES-L1C-20000414-00563; 
E000 I64 

SES-RWL-2000 1006-0 1900; 
Ka-33 voiceldata services (GTE Pacifica) 

C-band transmit'receive earth station to provide digital 
voiceldata services (GTE Pacifica) 

C-band transmit'receive earth station to provide digital 

Wireless Telecommunications Authorization 

KNKN6 I 6 Common Carrier Radio License for Cellular Radio 
Telephone Service (GTE Pacifica) 

Domestic Section 214 Authorization 

Blanket Authorization Domestic Interstate 214 Authorization for CNMI and 
Guam Interexchange Carrier Operations (GTE Pacifica) 

Blanket Authorization Domestic Interstate 214 Authorization for CNMI Local 
Exchange Carrier Operations (Micronesian 
Telecommunications Corporation) 



EXHIBIT 1 

FCC Authorizations Held by Micronesian Telecommunications Corporation and GTE 
Pacifica lnc. 

International Section 214 Authorizations 

ITC-214-19970502-00247: 
TTC-ASG- I9971 2 1 1-00776; 
ITC-97-719-AL 
ITC-97-288 

ITC-ASG- 1997121 1-00778; 
ITC-97-778-AL 

2 I4 Authorization for Facilities-Based and Resale 
(Switched and Private Line Non-Interconnected and 
Interconnected where lawful), excluding the Dominican 
Republic and Venezuela (GTE Pacifica) 

214 Authorization to Construct and Operate the MTC 
Interisland Cable Systcrn Between the Commonwealth 
of the Northern Manana Islands and Guam Granted By 
ITC-92-140 [8 FCC Rcd 750 (1993)] (GTE Pacifica) 

Cable Landine. License 

SCL-92-003-AL Cable Landing License to Land and Operate the MTC 
Interisland Cable System Between the Commonwealth 
of the Northern Mariana Islands and Guam Granted by 
SCL-92.003 [8 FCC Rcd 750 (1993)] (GTE Pacifica) 

Earth Station Authorizations 

SES-LIC-20000414-00563; 
EO00 I64 

SES-RWL-2000 1006-01 900; 
Ka-34 voiceidatn services (GTE Pacifica) 

C-band rransrnit/receive earth station to provide digital 
voioeidata services (GTE Pacifica) 

C-band transmit/receive earth station to provide digital 

Wireless Telecommunications Authorization 

KNKN6 I6 Commoii Camer Radio License for Cellular Radio 
Telephone Service (GTE Pacifica) 

Domestic Section 214 Authorization 

Blanket Authorization Domestic Interstate 214 Authorization fur CNMI and 
Guam her-exchange Carrier Operations (GTE Pacifica) 

Blankel Authorization Domestic Interstate 2 13 Authorization for CNMI Local 
Exchange Carrier Operations (Micronesian 
Telecommunications Corporation) 



EXHIBIT, lTEM 8 

DESCRIPTION OF THE TRANSACTION 

By this Application, Bell Atlantic New Zealnnd Holdings, Inc. (“BANZHI”) seeks 

Commission approval for an indirect transfer of control of the common carrier radio license held 

by GTE Pacifica Inc. (“GTE Pacifica”) to Pacific Telecom Inc. (“Pacific Telecom”).’ 

Specifically, Pacific Telecom will acquire 100% of the outstanding capital stock of the current 

shareholder and parent company of GTE Pacifica, Micronesian Telecommunications Corporation 

(“MTC”), from BANZHI, the current shareholder of MTC. BANZHI is indirectly owned and 

controlled by Verizon Communications Inc. (“Verizon”) through a series of wholly owned 

subsidiaries. The proposed transaction will result in a transfer of control of MTC and, in turn, 

will result in an indirect transfer of control of GTE Pacifica to Pacific Telecom. Immediately 

following the transaction, GTE Pacifica will continue to offer the services i t  currently offers to 

its customers under existing service arrangemenrs 

PUBLIC INTEREST STATEMENT 

Consummation of the proposed transaction is i n  the public interest.2 The purchaser’s 

shareholders are companies with a strong presence in  the Pacific region, giving them substantial 

communiry of interest with the Commonwealth of the Northern Mariana Islands (“CNML”), the 

territory served by GTE Pacifica. In particular, thc principals of the transferee’s fifty percent 

shareholder, Prospector Investment Holdings Inc., have substantial experience in building and 

operating a telecommunications carrier (since divested) in the Philippines. Additionally, indirect 

‘ Simulraneous with this Applicarion, BAKZHI and Pacif ic Telecom are f i l i n g  applicarions to transfer conlro l  of 
cwu international 214 autharizarions, a domcstic 214 authorizarlon, IWO earth s fx ion  licenses, and a cable landing 
license held by GTE Pacifica, as u,el l  as 3 domrsr ic  214 aurhorizai ion held by Micronesian Telecommunlcarions 
Corporation. A list of a l l  licenses and authonzations bemg transferred i s  artached hcrcto. 

47 U.S.C.$  310(d). 



thirty percent shareholder, Tan Holdings Corporation, is a CNMI company that is the largest 

private employer and taxpayer in the CNMI. This aspect of local ownership will benefit GTE 

Pacifica and its customers. 


